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OATH OR AFFIRMATION

Mohammad A. Samad
L swear {or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Anderson Samad, Inc.

December 31, 2001

as of -

‘ : 19 are true and correct. I further swear (or affirm) that neither the company
nor any partner, proprictor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

NONE

Presid e%ﬁ
%Lﬁéﬂ’& V//f;( %@W Notarial Seal ‘

Notary Public Kathy L. Anderscn, Notary Public
Perin Hilis Twp., Allegheny County
My Commission Expires Sept. 23, 2062 §

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financiai Condition.
(¢) Statement of Income (Loss).
_(d) Statement of-Changes-in-Finanaial-Condidon. Cash Flows
(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.
() Statement of Changes in Liabilides Subordinated to Claims of Creditors.
(g) Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
(3) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Companation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
&) A ?deacnqncﬂiaﬁon between the audited and unaudited Statements of Financial Condition with respect to methods of con-
SO on.
(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

OO D RONNOBRRMGX

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e){3).
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TELEPHONE 412-854-0683

RODGER D. MICHELL . FAX 412-854-0245

CERTIFIED PUBLIC ACCOUNTANT
P.O. BOX 735
BETHEL PARK, PENNSYLVANIA 15102

To the Board of Directors
Anderson Samad, Inc.
Monroeville, Pennsylvania

INDEPENDENT AUDITOR'S REPORT

I have audited the accompanying statement of financial condition of
Anderson Samad, Inc. (the Company) as of December 31, 2001, and the
related statements of operations, changes in stockholder's equity, and
cash flows for the year then ended that you are filing pursuant to rule
~17a-5 under the Securities Exchange Act of 1934. These financial
statements are the responsibility of the Company's management. My
responsibility is to express an opinion on these financial statements
based on my audit. '

I conducted my audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that
I plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. B2an
audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall
financial statement presentation. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of Anderson
Samad, Inc., as of December 31, 2001, and the results of their
operations and their cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of
America.

My audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The information contained
in the supplementary schedules is presented for purposes of additional
analysis and is not a required part of the basic financial statements,
but 1is supplementary information required by rule 17a-5 under the
Securities Exchange Act of 1934. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial
statements and, in my opinion, is fairly stated in all material respects
in relation to the basic financial statements taken as a whole.

/Z/\W

Bethel Park, Pennsylvania
February 8, 2002
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E IN
TATEMENT OF FIN NDITION
ECEMBER 31, 2001

ASSETS
cash $217,898
Deposit with clearing firm -+ 25,000
Commissions Receivable 51,034
Due from affiliate 9,962
Prepayments - 1,780
Investments, at cost 33,100
Property and equipment, net of
accumulated depreciation of $24,799 12,611
Total Assets $ 351,385
IABILIT AN T DER' I
Liabilities:
Accounts Payable ' S 22
Payroll taxes withheld 150
Loan from Shareholder 94,000
Total Liabilities 94,172
Stockholder's Equity
Common Stock, no-par value, 100 shares
authorized, 90 shares issued '
and outstanding 140,000
Additional paid-in capital , 751,052
* Paid-in capital resulting from
treasury stock transactions 3,333
Retained Earnings (637,172)
Total Stockholder's Equity 257,213

Total Liabilities and Stockholder's Equity ¢ 351,385

The accompanying notes are an integral part of these financial statements.

@




ER AMAD, IN
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2001

Revenues

Commissions $ 155,780

Interest income 129

Total Revenues 155,909
Expenses

Salaries and related benefits 110,403

Other expenses 21,520

Occupancy 17,399

Professional services 10,818

Depreciation 6,071

Telecommunications 5,423

Interest 174

Total Expenses 171,808

Net Loss $ (15,899)

The accompanying notes are an integral part of these financial statements.
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_ ANDERSON SAMAD, INC

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
FOR_THE YEAR ENDED DECEMBER 31, 2001

PAID IN
CAPITAL
RESULTING
ADDITIONAL FROM
- PAID TREASURY
COMMON STOCK IN RETAINED STOCK
SHARES AMOUNT CAPITAL EARNINGS TRANSACTIONS
Balance January 1, 2001 100 $140,000 $569,872 $ (621,273) & 3,333
Net loss for 2001 (15,899)
Treasury stock acquired and
retired, 10 shares {10) {5,000)
Additional paid - in 4
capital received 186,180

Balance, December 31, 2001 90 $140,000 $ 751,052 S (637,172)

The accompanying notes are an integral part of these financial statements.

(4)

S 3,333




ANDERSON IN
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to
net cash used in operating activities
Depreciation
Increase in commissions receivable
Increase in accounts receivable
Decrease in prepayments
Decrease in accounts payable
Decrease in withheld payroll taxes

Net cash used in operating activities

Cash flows from investing activities
Equipment purchases

Net cash used in investing activities

Cash flows from financing activities
Proceeds of shareholder loan
Repayment of shareholder loan
Capital additions
Acquisition of treasury stock

Net cash provided from financing activities
Net increase in cash
Cash, beginning of year

Cash, end of year

SUPPLEMENTAL INFORMATION

Cash paid during the year for interest
(none was capitalized)

Non cash financing and investing activities:

The accompanying notes are an integral part of these financial statements.

©®)

$ (15,899)

6,071
(45,792)
(9,962)
150
(2,694)
(90)

(68,216)

(1,400)
(1,400)
94,000
(202, 000)

186,180
(5,000)

73,180

3,564

214,334

$ 217,898

$ 174

- none
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ANDERSON SAMAD, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

NOTE A ORGANIZATION AND NATURE OF BUSINESS

NOTE B

NOTE C

The Company is a broker-dealer and a member of the National
Association of Securities Dealers (NASD), and is supervised by the
Securities and Exchange Commission (SEC). The company was
incorporated in the state of Pennsylvania in 1997. Operations
began in 1998 as a representative of another broker-dealer and
continued as such until February, 2000 when the Company received
its membership.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial statements requires management to make
estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those
estimates.

Commission Income

Commission income and related commissions payable to sales
representatives are recorded on a trade date basis. No allowance
for uncollectible accounts on the commissions receivable is
considered necessary.

Income Taxes

The shareholders have consented to the Company's election to be
taxed as an S corporation under the provisions of Section 1362 (a)
of the Internal Revenue Code which provide for the Company's income
to be taxed directly to its shareholders. Accordingly, no
provision for federal or state income taxes has been included in
the accompanying financial statements.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company considers
cash on hand and in banks to be cash equivalents.

PROPERTY AND EQUIPMENT

Equipment and leasehold improvements are carried at «cost.
Expenditures for maintenance and repairs are charged against
operations, while renewals and betterments that materially extend
the lives of assets are capitalized. Depreciation is computed for
financial statement purposes on a straight line basis over 3-5
years, which is management's determination of the estimated useful
lives of the assets.

Property and equipment consisted of the following as of December
31, 2001:

Computers and equipment $31,820
Furniture and fixtures 1,819
Telephone equipment 3,771

37,410
Less accumulated depreciation (24,799)

$12,611




ANDERSON SAMAD, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

NOTE D INTANGIBLE ASSETS

NOTE E

NOTE F

The Company incurred organization costs and pre-opening costs in
1997, which for financial statement purposes were amortized over
one year due to the small amount incurred. No amortization of
these assets was recorded during the year 2001

As of December 31, 2001 the Company has no remaining intangible
assets.

LEASES

The company leases its office space, and has related obligations
under an operating lease with initial noncancellable terms in
excess of one year. For the year ended December 31, 2001 rental
expense paid under this arrangement was $23,173, however the
Company offset $5,774 reimbursed by a related party (see NOTE F),
for a net rental expense of $17,399.

The obligations under this lease as of December 31, 2001 are as
follows:

2002 23,096
2003 17,322
$40,418

The lease contains a renewal option and an escalation clause, and
expires in September, 2003.

RELATED PARTY TRANSACTIONS

Transactions with Shareholders

During the year 2001, one of the shareholders aquired 100% control
of the company by purchasing the outstanding stock of shareholders
owning 40%, and by having the company aquire stock from a
shareholder owning 10% for $5,000.

On January 4, 2001 the Company repaid to its then 50% shareholder
a loan borrowed on December 29, 2000 of $202,000, along with

interest of $174. On December 31, 2001 the Company borrowed
$94,000 from the same shareholder, who had become the only
shareholder by that date. The loan was unsecured, non-interest

bearing, due on demand, and was repaid on January 9, 2002.

Affiliated Companies

As further explained in NOTE M, the Company was merged into AZROC
Capital Management, Inc. (AZROC) effective with the close of
business on December 31, 2001. AZROC is a registered investment
advisory firm and was organized in the year 2000. The Company had
a management agreement between the Company and AZROC where AZROC
was to execute at least 75% of its trades through the Company
through July, 2001 in exchange for the Company paying for legal
fees for the incorporation of AZROC. During 2000, the Company paid
$5,005 in legal fees for the incorporation of AZROC.

During 2001 the Company accrued expense reimbursements from AZROC

totaling $16,562 for common expenses initially paid by the Company
that benefitted both companies. AZROC paid $6,600 during 2001 and

(7)




NOTE F

NOTE G

NOTE H

NOTE I

- NOTE J

NOTE L

NOTE M

ANDERSON SAMAD, INC.
'NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

RELATED PARTY TRANSACTIONS (continued)

Affiliated Companies (continued)

$9,962 in January, 2002 under this arrangement.

DEPOSIT WITH CLEARING ORGANIZATION

The Company has $25,000 cash on deposit with a clearing firm.
CONCENTRATIONS OF CREDIT RISK |

The Company maintains its cash balance at one financial institution
located near Pittsburgh, Pa. The balance is insured by the Federal
Deposit Insurance Corporation up to $100,000. At December 31, 2001
the Company's uninsured cash balance is $117,898.

INVESTMENTS

The Company has recorded investments in warrants and stocks related
to the NASD/NASDAQ Phases 1 and 2 restructuring. There is no
established market for the securities. Accordingly, the Company
has recorded its investments in these securities at cost. The
investments consist of 1,000 shares of THE NASDAQ STOCK MARKET,
INC. costing $13,000, and 1,500 warrants to purchase 1,500 shares
of THE NASDAQ STOCK MARKET, INC. costing $20,100. At December 31,
2001 the Company did not own securities in established markets.

MAJOR CUSTOMER

Anderson Samad, Inc. earns over 50% of its revenues from
commissions earned through trades of one customer, and the loss of
that customer could have a materially adverse effect on the
Company. While the contract between the parties is cancellable
with 30 days notice, the customér has continuously dealt with the
company or its founder since 1991. Also, this customer was a
shareholder in the Company through November 30, 2001, at which time
he sold his interest to the remaining shareholder (See NOTE F).

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (Rule 15c¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital shall not exceed 15 to 1,
with a minimum net capital requirement of $5,000. At December 31,
2001 the Company had a net capital of $209,722. The Company's
aggregate indebtedness to net capital ratio was 0.45 to 1.

SUBSEQUENT EVENTS

In accordance with the Articles of Merger adopted by the directors
and shareholder of both the Company and AZROC, the companies
mexrged effective after the close of business December 31, 2001.
The survivor of the merger is AZROC. The merger is pending
approval of the NASD. The result of the merger is that the assets,
liabilities, and equity of the separate companies were combined,
and that the single entity is both a broker-dealer and registered
investment advisory firm. Accordingly, the-activities of Anderson
Samad, Inc. will be continued in AZROC, and Anderson Samad, Inc.
will no longer exist after December 31, 2001. : .

(8)




ANDER IN

PUTA N NET CAPITAL

ER E 1 -1 OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2001

Computation of net capital

Total stockholder's equity $257,213
Nonallowable assets
Securities not readily marketable 33,100
Property and equipment, net 12,611
Prepayments A 1,780
Total nonallowable assets 47,491
Net Capital $209,722

Reconciliation with Company's computation:
Net capital, as reported in Company's Part IIA
of Form X-17aA-5 as of December 31, 2001 $209,722

Computation of basic net capital required
Net capital required is the greater of $5,000
(the minimum dollar requirement of reporting
broker dealer) or 6.67% of the aggregate
indebtedness (total liabilities):

Aggregate indebtedness

Total liabilities $ 94,172
Aggregate indebtedness X 6.67% $ 6,278
Net capital (from above) $209,722
Less basic net capital required (6,278)

Net capital in excess of requirement $203,444
Ratio of aggregate indebtedness to net capital 0.45 : 1

©)




ERSON IN
COMPUTATION FOR DETERMINATION QF RESERVE -
E EMENT ER
RULE 15¢3-3 OF THE ' G
ITIE EX E_COMMISSION
MB 1 1

The Company is exempt from this requirement under Rule 15c¢3-3 (k) (2)ii

(10)




TELEPHONE 412-854-0683

RODGER D. MICHELL N FAX 412-854-0245

CERTIFIED PUBLIC ACCOUNTANT
P.0. BOX 735
BETHEL PARK, PENNSYLVANIA 15102

'To the Board of Directors
Anderson Samad, Inc.
Monroeville, Pennsylvania

REPORT ON _ INTERNAL: CONTROL

In planning and performing my audit of the financial statements
of Anderson Samad, Inc. (the Company), for the year ended
December 31, 2001, I considered its internal control, including
control activities for safeguarding securities, in order to
determine my auditing procedures for the purpose of expressing my
opinion on the financial statements and not to provide assurance
on internal control.

Also, as required by Rule 17a-5(g) (1) of the Securities and
Exchange Commission (SEC), I have made a study of the practices
and procedures followed by the company including tests of such
practices and procedures that I considered relevant to the
objectives stated in Rule 17a-(5)(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and
net capital wunder Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15c3-3. Because
the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, I
did not review the practices and procedures followed by the
Company in any of the following:

1) Making quarterly securities examinations, counts,
verifications, and comparisons

2) Recordation of differences required by Rule 17a-13

3) Complying with the requirements for prompt payment
for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal
Reserve System

The management of the Company is responsible for establishing and
maintaining internal control and the practices and procedures
referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgements by management are
required to assess the expected benefits and related costs of
controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the SEC's above mentioned
objectives. Two of the objectives of internal control and the




Board of Directors
Anderson Samad, Inc.

Page 2

practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are
executed in accordance with management's authorization and
recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent 1limitations in internal control or the
practices and procedures referred to above, error or fraud may
occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to the risk that they may
become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

My consideration of intermal control would not necessarily
disclose all matters in internal control that might be material
weaknesses under standards established by the American institute
of Certified Public Accountants. A material weakness is a
condition in which the design or operation of the specific
internal control components does not reduce to a relatively low
level the risk that error or fraud in amounts that would be
material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions.
However, I noted no matters involving the internal control,
including control activities for safeguarding securities, that I
consider to be material weaknesses as defined above.

I understand that practices and procedures that accomplish the
objectives referred to in the second paragraph of this report are
considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this
understanding and on my study, I believe that the Company's
practices and procedures were adequate at December 31, 2001, to
meet the SEC's objectives.

This report is intended solely for the information and use of the
Board of Directors, management, the SEC and other regulatory
agencies that rely on Rule 17(a)-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers
and dealers, and is not intended to be and should not be used by
anyone other than these specified parties.

Bethel Park, Pennsylvania
February 8, 2002




